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FOREWORD

Modern-day educational planners face an extremely difficult task of
providing quality education to large masses of students in view of
decreased revenues, soaring costs, shifting populations and changing
educational programs. Such a challenge requires that a far greater
emphasis be placed on planning for schools than has been the case to
date and necessitates the development of improved techniques specially
designed for educational planning.

Project Simu-School is intended to provide an action-oriented organiz-
ational and functional framework necessary for tackling the problems of
modern-day educational planning. It was conceived by a task force of
the National Committee on Architecture for Education of the American
Institute of Architects, working in conjunction with the Council of
Educational Facility Planners. The national project is comprised of a
network of component centers located in different parts of the country.

The main objective of the Chicago component is to develop a ,:enter for
Urban Educational Planning designed to bring a variety of people--
layment as well as experts--together in a joint effort to plan for new
forms of education in their communities. The Center is intended to
serve several different functions including research and development,
investigation of alternative strategies in actual planning problems,
cammunity involvement, and disserdnation of project reports.

In the wake of "municipal overburden" characterizing today's cities
faced with an increased demand for public services and a diminishing
tax base, most urban areas in the United States have had to explore
new sources of additional funds ranging fram federal revenue sharing
to the use of public lotteries. This paper focuses on the financing
of urban education using Chicago in the State of Illinois as an illus-
trative example. By presenting a detailed comparison of Chicago
vis-a-vis the metropolitan area with respect to fiscal capacity and
educational need, the author argues for financing urban schools on the
basis of educational need and analms the implications of some recent
plans to finance local school districts in Illinois. It is hoped,
therefore, that this report will be of considerable use to educational
planners interested in public finance.

Ashraf S. Manji
Pioject Manager
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FUPILr-NEED ORIENTED STATE SCHOOL FINANCE SYST04:
THE HOPE or LARGE CITY SCHOOLS

I. INTRODUCTION

Most of the large-city school systems in the United States are

currently in serious financial trouble.1 Recent demographic and

economic changes have left the cities with a population that has

higher proportion of the economically and socially disadvantaged

relative to other areas of their respective states. The change in

the character of city population has resulted in increased demand

for public services in health, sanitation, transportation, safety,

welfare, housing, and education. While the demand for public

services has rapidly increased, owing to a deteriorating tax base,

the revenue necessary for financing public services has not. The

schools which mostly rely on the proceeds from a local property

tax base have particularly felt the pinch of diminishing local

revenues in the cities. The availability of locally-raised reve-

nues for schools has been threatened, not only by the diminishing

tax base, but also by competition from other public agencies because

of the increased demand for these services.

The change in the socioeconomic composition of the city population

also has had definite impact on the educational services offered by

the schools. School performance as measured by achievement, grade

level attainment or enrollment status is influenced by the socio-

economic status of the parents.2 Generally, children from low

cocirleutic status homes perform poorly in school as compared with



children from middle and upper socioeconomic status homes.s Schools

catering to the children from lower socioeconomic status homes would

require compensatory and remedial programs to meet the needs of

their pupils. Besides having higher proportion of socioeconomically

disadvantaged perople, the cities also have a large number of Immi-

grants whose children need additional help in learning the English

language. Additional programs, however, require additional dollars.

Special compensatory, remedial and bilingual, programs cost relatively

more than regular school programs."

Another important reason for the financial troubles of the large

city schools is that the methods used to distribute state aid for the

support of public education are obsolete.s The existing educational

finance arrangements were devised during the first quarter of this

century when the cities were undisputed centers oecomexce, industry,

and culture and had well-developed public school systems. Then, the

objective of state aid was to help the less affluent rural areas

develop adequate school systems. Since then, the demographic, eco-

nomic, and social changes have led to the growth of suburban rings

around the cities as well as to the transformation of the relative

status of the cities from that of affluence to that of poverty. Con-

sequently, most of th? state aid formulas, as they stand today, fail

in their multiple purpose of imposing equitable tax burden on the

school districts while distributing educational resources among them

so as to equalize educational opportunity.

The major aim of this paper is to focus on the financing of urban
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education using Chicago in the State of Illinois as an illustrative

example. In the rest of the paper a brief presentation of various

educational distribution formulas will precede the discussion of

educational need and fiscal ability. Then, Chicago will be compared

with metropolitan counties in the Standard Metropolitan Statistical

Area (SMSA) as well as surrounding suburbs and other large cities

in Illinois vis-a-vis fiscal and need variables. Following the

comparisons, the new as well as the old state aid distribution

formulas and the recent recommendations made by the Finance Task

Force of the Governor's Commission on the Schools6 and by the State

Superintendent's Advisory Committee on School Finance7 will be

reviewed and analyzed. Finally, the implications of need based

state aid formulas will be discussed.
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II. GENERAL STATE AID FORMULAS FOR FINANCING LOCAL SCHOOL DISTRICTS

To compensate for variation in the fiscal ability of school districts

to support an acceptable instructional program, all of the states

supplement the revenue raised by local schoOl districts within the

state. A few of the states make flat grants to the school districts

on a per pupil or per teacher basis; however, most of the states

utilize equalization grants to provide state aide The distribution

formulas used in the various states are generally modified versions

of the following three "pure" forms.9

1.TheStnaer-Ha'ly1rrnuundationPlan

G = FP - rV

Where:

F = Expenditure per pupil established by the state
legislature as the level at which education will
be supported in the state

P = Number of pupils in the local school district
r = Required local tax rate, sometimes called the

"qualifying rate"
V = Property valuation in the local school district

The product of F and P gives the total educational expenditure for the

school district under the foundation program whereas the product of

r and V determines the motnt of revenue to be raised locally. The

difference between the two products equals the amount of state aid (G)

that the school would be entitled to. It can be seen that r and F are

fixed by the state. Thus, the state aid for a given school district

would be directly proportional to the number of pupils in the district

and inversely proportional to the property valuation of the district.

In the formula presented above, the pupil variable may be said to

represent a school district's educational resource requirement or need
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and the assessed valuation measure may be considered as an indicator

of the school district's fiscal ability.

2. The Percentage Equalization Formula

G = EP (3. - 0.5 Vi ;)

Where:

VE

E = Local expenditure per pupil
P = Number of pupils in local school district

Vi = Property valuation in the local district per pupil
Vs = Property valuation in the state per pupil

The total educational expenditure for the district is the product of

E and P. The E in the above formula is similar to the F in the

Strayer-Haig formula. The level of E can be established by the state

legislature. The fiscal ability of a school district is denoted by

the ratio of assessed valuation per pupil in the state.

According to the formula, a school district with assessed valuation

per pupil that is equal to the state average would receive state aid

equivalent to 50 percent of its educational expenditure. A school

district with property valuation 50 percent or more than the state

average would 1,eceive state aid equivalent to 25 percent of its educa-

tional expenditure. And a school district with a valuation 50 percent

less than the state average would obtain aid equivalent to 75 percent

of its educational expenditure. However, a school, district with a

property valuation twice the size of the ratio average would receive

no state aid.
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3. The Equalization Formula

Pir(Vg-Vi))

Where:

P 2 Thurber of pupils in local school disrkt
r = Eduoational tax rate in the local school district
Vg : Property valuation guaranteed by the state per pupil
Vi e Property valuation in the local district per pupil

The state guarantees to each district a fixed valuation or tax yield

per pupil. The difference between the guaranteed tax yield and

actual yield is the aid per pupil that the school district would

receive from the state. Instead of guaranteeing a fixed sum of money

per pupil as in the Strayer-Haig formula, the resource equalizing

formula guarantees a fixed property valuation per pupil to a school

district. The variable P in the formula may be regarded as a measure

of educational need. The fiscal ability and the effort put forth by

the school districts would be given by (Vg-Vi) and r respectively. A

school district with the same valuation per pupil as guaranteed by

the state would receive no aid whereas a school district with a

higher valuation than guaranteed may have to transfer some of the

locally raised revenue to the state.

As was pointed out before, the fc,rmulas presented above are merely

"pure" versions of more complicated forms used in various states. By

manipulating the educational need and fiscal capacity variables in

the formula as well as by adding new variables, a state can achieve

desired distribution of tax burden as well as educational resources

among school districts within the state. In the formulas presented

above only single variables were used to represent educational need
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and fiscal capacity of school districts. In reality, the concepts

of fiscal capacity and educational need are multidimensional and

quite difficult to represent even with multiple variables.
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III. CONCEPTS or risco., cApAciTy AND EDUCATIONAL NEED

1. Fiscal Capa

The term fiscal capacity refers to the tax base (or bases) against

which a unit of government (such as a schoollistrict) may levy

taxes." Personal and corporate income, and personal pro

and retail sales are sane of the most previtlilt tax bases utilized

by federal, state, and local governments to rise revenue. Together

the retail sales, income, and wealth of a community provide an ade-

quate picture of the economic well-being of the community and, hence)

a useful measure of the community's "ability to pay." The problem of

measuring capacity in the eistribution of tax en could be mach

simplified if these different measures of eco c well-being could

be aggregated into a single index or if t existed close correla-

tion between the measures of retail sales, income, and wealth.

Unfortunately, ver, no acceptable index of ability to pay

utilizing property valuations, retail sales and income. exists.' The

evidence pertaining to the correlation between these variables is also

inconclusive." In measuring equity in school sup , nevertheless,

it would be necessary to take account of the incidence of taxes on

total income and wealth of individuals and families.

Closely related to the concept of fiscal capacity is the idea of tax

effort, i.e., the extent to which a government unit actually uses its

capacity to raise revenue through taxation." The concept of tax

effort is particularly useful for studying the situations where %he

same tax base is used by several governmental units for raising

revenue. Property tax is the major source of revenue for several



different 1 governmental units such as oipalities, school

districts, park districts and counties.13 In equalizing educational

tax burden, serious inequities would result if the state neglects to

take into account the incidence of the taxes of other government

bodies on the residents of a school district.

An adequate system of state school finance would take into considera-

tion the assessed value of property as well as other measures of

wealth and income and the total tax effort put forth by the people

of a school district when determining the distribution of state aid.

2. Educational Need

The demand for educational resources made by school systems are

generally couched in items of edutational needs of their clientele.

The needs of pupils tend to get defined in terms of their sheer

numbers or even characteristics such as having a mental or physical

handicap, achieving a low reading score, having a primary language

other than English and coming from a low socioeconomic status (SES)

home. Pupil needs als6 are expressed in terms of program categories

such as preschool, kindergarten, elementary, general high and voca-

tional.

In school distribution formulas, pupil needs are expressed in various

ways. Average Daily Attendance (ADA) and Average Daily Membership (ADM)

are two simple representations of the size of the pupil population

that have been widely used in state aid formulas. Many states have

incorporated differential weighting of high school students under the
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rationale that high school education costs more. Using similar

argument of differential cost, Professor McLurel" has recommended

that cost ratios derived from cost anayses of special education,

remedial and compensatory, and vocational and technical education

programs be used to weight school pupils when distributing educa-

tional resources. Table t shows the different cost ratios reported

by MbLure in his National Education Finance Project Special Study

report on Early Childhood and Basic Elementary and Secondary Educa-

tion. It can be seen from the table that considerably more resources

are being devoted to special programs than to the regular institutional

programs. Except for one grade category, relative cost ratios of

special programs in cities are consistently higher than the ratios in

the suburbs.

In the State of New York, the Fleischmann Ccrrmission1S has recommended

the use of reading and math achievement test results as measures of

need. The commission advocated weighting students who scored at a

low level in reading and math at 1.50 as against a weight of 1.00 for

other students. The basis of the commission's reoommendation was the

belief that "educational priority rather than the artifact of assessed

valuation per student should control resource distribution."16 The

commission also recommended weighting all handicapped children at

2.05 for purposes of distributing educational funds.1' Although the

commission report was not explicit on how the commission arrived at the

weight of 1.50 to be used for low achieving students, there was some

indication that the recommended weight of 2.05 for all handicapped

students was derived using data on costs of special programs serving



RATIOS OF
CURRENT OPT EXPENDTIVRES PER PUPIL BY PROGRAM AND GRADE LEVEL

TO Dmira PER PUPIL TN BASIC PROD ,

GRADES ONE THR SIX 196$-69

Basic
es -6

Grades 7-9

Grades 10-12

Mentally and Physically Handicapped:
Grades 1-6

Grades 7-9

Grades 10-12

Socially Maladjusted:
Grades 1-6

Grades 7-9

Grades 10-12

Remedial and Compensatory:
tirades i -6

Grades 7 -9

Grades 10-12

Vocational-Technical:

Prekindergarten

Kindergarten

es
(12 Districts) 8 Districts)

1.000

1.177

1.445

2.397

2.098

2.220

2.954

2.880

2.432

1.805

2.940

1.718

1.915

1.133

1.293

1.000

1.174

1.219

2.436

1.878

:1,762

2.499

1.368

1.567

1.702

1.996

1.962

1.680

1.047

Source: Eugene P. MbLure andAudre Ray Pence, farIy Ohillhood-aria-Basic
Element and Secondary Education, National EducationalTinemice
Project pedal Study . 1, Page 96.
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handicapped pupils and on the prevalence of various types of handi-

caps in the student population of the state."

Insteadofusing achievement test scores as criteria for the allOcation

Of educational resources, Gams and Smithrecommend the use of

socioeconomic variables which best:predict such abhieveMent The

reasons expressedby Garms and SMith-fOr their reservation about the-

use Of*hievement scores, are that giving additional money to schools

with children scoring lowinmath and reading tests would be akin to

rewarding low adhievement and that at present there is a:ladKof

consensus regarding the validity, reliability -And cultural biaa:Of

the achievement tests available for administration.

The above mentioned authors tried to use local school personnel to

gather socioeconomic data on students that would be highly predictive

of educational achievement. Their sample consisted of 45 elementarY

schools in the State of New York. With the help of regression analysis

the authors identified the following five variables that gave best

prediction of school achievement:

Percentage of Black students in schools

Percentage of Puerto Ricans in schools

Pupil mobility (the average number of schools attended by
the pupils in the last three years)

Percentage of children from broken homes

Number of years of schooling completed by the father, if
present, otherwise the mother of a pupil."

Other socioeconomic variables discarded by the analysts were percent-

age of children from broken homes, percentage of children living in
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overcrowded housiqgs and percentage of chit from f ies

receiving aid to dependent children. Germs and Smith proposed an

alteration in the NeW'York state aid formula that essentially con-

sisted of using a need-weighted ADA variable in the distribution

formula in addition to the regular weighted average daily attendance

( ) attendance variable.21

Gams and Goette122 replicated the above mentioned study with a

larger sample and reported that "... using only three variables..

percent of pupils from broken homes, percent of pupils living in

overcrowded housing and years of education of a pupil's mother--

along with the three interaction variables involving pairs of these

variables, it is possible to predict 61.6 percent of the variance

in school achievement."23 Their reasons for dropping the ethnic

identification variables were that the ethnic identification did not

provide politically viable categories.2 Since close to 40 percent

of the variance in achievement scores remained unexplained, the

authors understandably did not emphatically recommend the use of the

composite of the three socioeconomic variables as a measure of educa-

tional need in a state aid formula.

Obviously there is no agreement among school policy makers as to the

best measure of educational need. The ADA can be derived quite easily;

,however, it does not accurately reflect the need for educational

resources because school districts have to allocate funds on the basis

of enrollment or membership rather than expected attendance rate.

School attendance has been found to be positively correlated with
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Socioeconomic status and, hence, the use of ADA in a state distribu-

tive formula would favOr affluent school districts over the poorer

ones. The ADM measure does Y:ct have the drawbacks associated with

ADA; however, it, too fails to reflect higher resource requirements

of compensatory and special Colligation programS whigh cater to the

poor and the handicapped children.

Weighting various pupil subpopulations to derive an aggregate measure

of school population reflecting educational need is an attractive

prospect. Using relative cost ratios to weight pupils, however,

implies that current allocation is optimal--a hazardous assumption

to accept in the light of existing research findings pertaining to

educational production functions." It may be that most of the observed

differences in the per pupil costs of various programs are just a

reflection of the established pupil-teacher ratios and teacher certi-

fication requirements rather than the result of deliberate past

resource allocation procedures aimed at maximizing the achievement of

desired outcomes of schooling for various subgroups of the school

population. Further analyses of the causes of the observed differ-

ences in the costs of various programs seem necessary before any

intelligent application of cost ratios to school resource allocation

procedures can be developed. It would seem that one of the most

useful functions of cost analysis, such as the one conducted by

McLure, is that it focuses the attention of school administrators

and policy makers on the heterogeneity of school population and the

different demands of the various subpopulations for school services.
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SoMe of the reservations about the use of achieVeMent scores in state

aid diStributionformulas were mentioned earlier. Assesting educa-

tional disadvantage on the basis f achievement scores makes sense,

if:the output measures on reading and math can beobtained in,an

unbiased form. Of all the different outputs schooling is expected

to produce', there would be least disagreementregardihgAhe legiti

macy of literacy and numeracy as proper outcomes of the schooling

process.

As far as the use of socioeconomic indicators to identify disadvan-

tage school population is concerned, it seems that the data on income

and occupation--the best indicators of socioeconomic status--are

difficult to obtain. The data that can be obtained by school personnel

has not conclusively shown to be adequate. Census data would be a

good source of information on socioeconomic status of the population

residing in a particular school attendance area; however, such data

is updated only every ten years. If it were possible to utilize

income information collected annually by the Internal Revenue Service,

then monitoring any change in the socioeconomic status of school

attendance areas would be possible.

The application of the various approaches designed to identify educa-

tional need may be expected to yield further insights into the

possibility of focusing educational resources on pupils and programs

so as to maximize the outcomes of schooling with minimal impOsition of

taxes. Using the fiscal capacity and educational need concepts dis-

cussed thus far, the rest of this paper will focus on the unique
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educational and financial troubles of the Chicago public schools.
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IV. THE CASE OF CHICAGO PUBLIC SCHOOLS

Chicago can easily be used as an illustrative example when discussing

the plight of large urban school districts. For the last six years,

the Board of Education of the City of Chicago has had difficulty

obtaining adequate revenue to support ongoing programs. In its

response to the fiscal-educational crisis, the Board resorted to a

variety of actions that has included measures such as increasing

class size, borrowing funds, not filling vacant positions, as well as

closing down the entire school system for a limited period of time.

In this part, following a brief discussion of the state aid formula

of last year, Chicago will be compared with the counties in Chicago

SMSA vis-a-vis the fiscal and educational need variables. Sane com-

parisons involving Chicago and surrounding suburbs and other large

cities of Illinois will also be made. Following the comparative

analyses, some recent recommendations made by the Financial Task

Force of the Governor's Commission on Schools" and by the State

Superintendent's Advisory Committee on School Finance27 will be

briefly reviewed. The new state aid formula will then be examined

and, lastly, some possible problems and implications of deriving and

administering an equitable educational finance system will be dis-

cussed.

1. 1972 Illinois Foundation Program

In 1972, all eligible school districts in Illinois received state aid

according to the following formula:"

State Aid = [(F. WA120) - (r. AV)) 1.19 + UB
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Where

F u $520 per pupil foundation level
WADA m Weighted Average Daily Attendance (Elementary ADA

1.2$ High School AM)
(dual school district over 100 ADA - 0.87%)

r = qualify tax rate (dual school district under 100 ADA - 0.90%)
(unit school district - 1.08%)

AV = state equalized assessed valuation of property
LIT8 =urban bonus

The Illinois foundation program resembles the simplified Strayer-

Haig 'kfrsion presented earlier with the following exceptions. Instead

of using a straight head count of pupil population, the formula Uses

a WADA measure where a high school pupil is weighted 25 percent more

than an elementary school pupil. The difference between the state

guaranteed amount and the amount to be raised locally in the Illinois

version :s increased by 19 percent. Large school districts are

eligible for an urban bonus, the amount of which depends on the size

of the school district. TWo additional provisions which are a part

of the Illinois program consist of: an alternative method of com-

puting aid when the amount of calculated state aid using the foundation

formula provides less than $120 per WADA pupil; and a flat grant

equivalent to $48 per WADA pupil for eligible school districts not

receiving equalization aid.

As shown in the foundation formula, general state aid is computed as

follows. First, the district WADA is multiplied by $520 and the

product of assessed valuation and qualifying tax rate is subtracted

from the result. Next, the derived amount is increased by 19 percent.

Finally, if the district qualifies for an urban bonus, the bonus is

computed according to, an established schedule and the bonus amount is

added to arrive at the total general state aid the school district
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would receive. If the calcUiated amount provides less than $120

per WADA pupil, the amount of state aid is computed by multiplying

the quotient of the assessed valuation per pupil necessary to

produce $120 state aid per WADA pupil under the formula, divided

by the district's assessed valuation per WADA pupil and multiplied

by $120. In no case would a district receive less than the minimum

flat grant of $57,12 per WADA pupil ($48 x 1.19).- Table II shows

the computation Of general state aid for Chicago for the 1971-72

school year.

The main variables determining state aid received by any school

district in Illinois are the WADA, the qualifying tax rate, and the

assessed valuation of local property. In terms of educational

need and fiscal capacity, the WADA variable can be said to represent

the need for educational resources whereas the assessed valuation

and the qualifying tax rate can be considered as reflecting fiscal

capacity and tax effort respectively. The manner in which the

19-percent add-on is incorporated in the formula would have the

effect of funneling more dollars into relatively poorer districts

than into richer ones of the same size. As its name indicates, the

urban bonus variable provides more money for large* school districts.

Although the distribution formula appears to take into consideration

educational need as well as fiscal capacity, the equity effect of

the formula is extremely limited.29 The limitations in the formula

arise for several reasons. There is wide variation in the local

property wealth. In 1972, equalized assessed valuation per pupil (AVPP)



TABLE II

GENERAL STATE AID COMPILATION: 197142 SCHOOL

The State Aid Fopmala for the 1971-72 school year was based on a foundation level of
$520 per pupil in ADA
a min imuM flat grant of 448 for all pupils with a qualifying rate of 148%
the weighting of the ADA-of all high school pupils by 1.25.

The school district 000 not receive this actual amount for each Pupil but is allotted
payment on the1011oWing basis.

1. Guaranteed Support. The state guarantee of $520 per pupil is multiplied by the
fotal WADA for the best six months of the school year to determine the total

guarantee.

' 51/054.09 (WADA) x $520 = $266,632,126.80

Qualifyiv Amount. Each unit district Ca district maintaining grades X-12) must
include a minimum tax rate of $1.08 per $100 of assessed valuation (AV) in its
educational fund levy in order to receive equalization aid.* If it does not levy
the minimum rate, it is considered a flat grant district for aid purposes. The

dollar amount is computed as follows for 1971-72:

$12)672,45106,20 60 (1970AV)
$1.08 = $136,862,527.60

Note: Since the cost per pupil for Chicago exceeds $520, the Board of Education
requests levies which require more than $1.08 per $100 of assessed valuation
qualifying tax. The total net tax levy in 1970 for this educational fund was.
$224,962,041 and the total educational fund tax rate was $2.01 per $100 of

assessed valuation.

3. Equalization Aid. The Chicago Board of Education claimed $129,769,599.20 which
represents the difference between the total of the WADA (512,754.09) times the
guaranteed support level ($520) and the qualifying rate ($1.08%) of unit dis-
tricts times the equalized assessed valuation of the district.

4. Add-On. The legislature has authorized each district to apply an add-on percent-

age 19% to the equalization aid which increases the total to $154,425,823.04.

5. Density Factor. Additional legislation has provided that school districts with a

glin of 260,060 or more may apply a percentage of 16% to that WADA. This addi-

tional amount, computed according to the normal formula calculations amounted to

$42,661,138.00.

6. Flat Grant. The flat grant for Chicago, determined by multiplying WADA by $48,
amounted to $24,612,196.32. Since the equalization amount is larger than the
flat grant, the former figure is used for the claim.

7. Adjustment. The final formula computation requires that the total gross claim
for the 1971-72 year be subtracted from the total gross claim for the 1970-71

year. This positive/negative amount is added to/subtracted from the payments to
be received in the 1972-72 year. This adjustment plus audit adjustments resulted
in a 1971-72 net claim to be paid during the 1972-73 year of $187,385,037.96.

*The leVy of $1.08 indicates financial support and effort on the part of the local

education agency.

Source: Facts and Figures, Bureau of Administrative Research, Department of Systems

Analysis and-Data Processing (Chicago Board of Education, 1973)
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for unit districts ranged from $3,544 to $101,908 for elementary

school districts from $5,388 to $403,024; and for secondary districts

from $23,945 to $246,980.88 The foundation level of $520 is con-

sidered low as compared with the actual net operating expense per

pupil, which in the 1970-71 school year amounted to $1,052.8' The

extreme variation in assessed valuation along districts, and the

difference between average operating expense per pupil and the

fourdation level indicate that for expenditures over $520 a rich

district would be able to raise more money than a poor district at

identical tax rates. The Governor's Task Force" reported that a

tax rate of $1.00 per $100 of assessed valuation in the wealthiest

elementary district would produce almost 75 times the revenue per

pupil as the same tax rate in the poorest district.

The flat grant provision is another factor that contributes to the

dis-equalization among school districts. The 19-percent add-on

feature of the formula further compounds inequality introduced by

the flat grant provision. The so-called urban bonus is actually a

bonus for large school districts regardless of whether they are

urban or suburban. The distribution of the bonus is not contingent

upon the wealth of the school district.

The only variable in the formula that reflects educational resource

requirement is the WADA. By weighting the secondary school pupils

at 25 percent more, the state takes into account higher costs of

secondary instruction. It was pointed out earlier that the ADA was

a less adequate measure of educational resource requirement than the
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ADM and, also, that both the variables failed to reflect the

differential needs of the school subpOpulations such as the socio-

econorlically disadvantaged and the physically and the mentally

'capped. The State of Illinois provides categorical aid to

school districts for special education, bilingual, gifted and other

tel programs. The case of special ed4cation prOgramS*ill be

discussed later in this paper. In the following section sane data

comparing Chicago with the metropolitan counties in Chicago SMSA,

surrounding s bs, and other large cities of Illinois will be pre-

sented and discussed.

ago
and Educational Need:

ersus etropo itan

The Strayer-Egg type formula that was used to determine state aid

in Illinois during and prior to 1972 did take into account the

property value of the school districts when distributing educational

resources. The value of local property, however, is only a partial

indicator of local wealth and economic well-being. Other economic

variables such as per capita income, median family income, median

value of owner occupied housing, and per capita annual retail sales

are also considered as alternative indices of wealth and economic

well-being. Data on the above mentioned variables for the census

years of 1960 and 1970 were obtained for Chicago and the suburban

counties in Chi ago SMSA (Table III). The data obtained would help

one study the correlation between the property value measure of

wealth and various other indices of economic well-being. The data

would also assist one in observing the change in economic well-being

over a decade implied by the various indices.



County

Ez.t

Change 1960-70

Kane 1960
1970

Change 1960-70

Lake 1960
1970

Change 1960-70

McHenry 1960
1970

Change 1960-70

Will

Change 1960-70

Suturban Cook 1960
1970

Year

1960
1970

Change 1960-70

CHICAGO

Change 1960-70

1960
1970

1960
1970

TABLE III

mums OF ECONCMIC WELlt-BEING: CHICAGO AND METROPOIXTAN AREA

Assessed
Value of
Property
Per Capita

3,919
5,006

28%

3,534
4,572

29%

3,704
4,661

26%

4,510
4,920

9%

3,487
4,705

35%

3,621
4,679

29%

2,945
3,919

33%

R
A
N
K

Incane
Per Capita

R
A
N
K

Retail
Znade Sales
Per Capita

A
N
K

Family
Incane
(Median)

R
A
N
K

a

Ociner occupied
&using
(Eedirai)

A
N

2

1
S

5

6
3.5

3

5
6

1
2

7

6

3

4
4
3.5

7
7
2

2,654
4,262

61%

2,195
3,588

63%

2,951
4,272

65%

2,149
.3,605

68%

1,988
3,392

71%

2,846
4,372

54.%

2,294
3,420

49%

2

3

5

5

5

4

2
2
3

6
4
2

7

7
1

1
1
6

4
6
7

876
2,066
186%

1,245
2,005

61%

1,153
1,477

28%

1,109
1,292

17%

1,006
1,188

18%

1,017
2,182
115%

1,586
2,059

3015

7
2
1

2
4
3

3

5

4
6

7
6

5

1
2

1
3
4

8,570
14,458

69%

7,152
11,947

67%

6,108
13,009

113%

6;983
11,965

71%

5,509
11,791

114%

1
1
4

3
5

5

6

3
2

4
4
3

7
6

2
2

6

5
7,

7

19,800
28,500

414

15,30C
20,800

36%

17,700
24,800

40%

14,300
21,200

4.3%

13,500,

19,000
41%

19,900
27,800

40%

18,000
21,200

2
1
1

6
5
6

4

3
4.5

6

4.5
2

7

7
3

1
2
4.5

3
4.5

7

8,454
1.3,748

63%

6,738
10,242

52%

e census.
U.S.rCensus of

0

ernments:

: 1960 General Social and Econanic
.

, '

e-

Illinois Final Re

pc )- cis minois
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Despite an increase of 33 percent in assessed property value per

capita between 1960 and 1970, the per capita assessed value of

property in Chicago remained the lowest of the metropolitan areas

as shown in Table III. The increase of 33 percent which was nar-

rowly surpassed by only one suburban county is, in a way, misleading

because it seems to be more a result of reduction in population in

Chicago rather than an increase in assessed value of property.

Between 1960 and 1970, the total assessed value of property in

Chicago increased by about 26 percent (Table IV). During the same

period, however, the population of Chicago dropped 5 percent. None

of the suburban areas, as shown in Table IV, txperienced a growth

in their pmccerty values of less than 44 percent. Four of the

suburban areas had a growth of more than 50 percent. With respect

to total population, all of the suburban areas experienced an increase

in population greater than 20 percent, with four of the five

suburban areas having an increase of greater than 30 percent. In the

suburbs, the increase in the assessed value of property was minimized

by the corresponding increase in population; whereas, in Chicago the

reduction in population resulted in an apparent gain in assessed value

of property.

In terms of per capita income, Chicago lost ground as indicated by

the drop in its ranking frz four to six (Table III). This occurred

because Chicago experienced the lowest level of increase in per capita

income as compared with its suburban areas. The reduction in popula-

tion apparently did not have the same kind of effect on income per

capita as it did on assessed valuation per capita. Between 1960 and
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1970, the total income in Chicago increased by the smallest per-

centage as compared with any of itf; suburbs (Table IV). Whereas,

the aggregate income in Chicago increased by 41 percent, in none of

the suburban counties did the aggregate income increase less than

97 percent. Thus, fiscal capacity as measured by income per capita

shows a definite decline for Chicago. This observed decline

reflects the flight of the affluent from the city to suburbia, as

is well known.

The drop in retail sales per capita ranking for Chicago is another

indication of deteriorating economic situation vis-a-vis its suburbs.

In terms of median family income, Chicago had the smallest increase

between the census years shown in Table III. The out-migration of

population from Chicago is reflected more in income variables than

in property value or retail sales variables. Chicago also experi-

enced the smallest increase in the median value of owner occupied

housing as compared with its metropolitan counties. Thus overall,

there does not seem to be a perfect agreement between indices as

regards the relative economic well-being of Chicago. This is more

clearly reflected in Table V showing the rank order correlation

between the variables. In terms of retail sales per capita and the

median value of owner occupied housing, Chicago seems better off

than some of its suburbs. However, with respect to assessed value

of property per capita and the income variables, the situation does

seem depressing. The relatively low rate of growth in the major tax

bases such as property, sales, and income for Chicago would be of

particular concern for schools and other public agencies in the city.



TABLE V

SPEARMAN RANK-ORDER CORRELATION MATRIX:
INDICES OF ECONOMIC WELD -BEING

S H

AV

S

H

.20 -.12

.57

0.34

.65

.74

.111.01.
.60

.86

.50

.85

Where:

AV = Assessed Valuation per Capita
Y = Income per Capita
S = Retail Sales per Capita
H = Value of Owner Occupied Housing (Median)
FY = Family Income (Median)

The socioeconomic composition of the city population, as compared

with that of suburban areas, would clearly indicate the greater need

for public services in the city. Sane data on families receiving

public assistance, families with female head, as well as level of

schooling attained by the adult population in Chicago and counties

in Chicago SMSA were obtained from census reports (Table VI).

As shown in Table VI, the median family income in Chicago in 1969

was lower than in any of its suburban counties. Close to eight per-

cent of the families in Chicago were receiving public assistance.

In none of the suburban counties, however, did the proportion of

families receiving such assistance exceed the two-percent mark.

Suburban Cook County had the lowest percentage of families receiving
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pUblic aid. In Chicago, the percentage of families with a female

head was twice as large as the percentage of such families in

suburban Cook County.- In terms of family characteristics, Chicago

obviously has a disproportionate number Of broken families and

families which are poor.

The adult population of the city of Chicago has attained less school-

ing than the population in the rest of the metropolitan area (Table VI).

More than half the adult population of Chicago has not graduated from

high school. Chicago also has proportionately less college graduates

when compared with most of the metropolitan counties, particularly

suburban Cook and DuPage counties. Thus, the adult population of

Chicago has relatively less human capital embodied in it as compared

with the suburban population. To an extent, the relatively low

level of income of the Chicago adult population in a reflection of

the comparatively low level of embodied human capital.

The low level of income and education and high proportion of broken

homes indicate greater need for various kinds of public services in

health, welfare, housing, occupational training, as well as formal

schooling. The agencies providing various social services have to

compete with one another for scarce public resources. Thus in

large cities such as Chicago, public schools have to face more

competitors than their counterparts in suburban environments.

Besides providing social services for their residents, large cities

also provide services that benefit commuters from the entire
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metropolis. Police, fire, transportation, and other public services

benefit the city residents as well as the non-residents who use

the city as a work place or cultural center while paying their

property taxes in the suburb8 where they live. The additional

demands on the city resources represent "municipal overburden." The

heavy social welfare services for family support and health purposes

that are associated with the large number of disadvantaged resi-

dents who populate inner cities, and the municipal overburden

considerably reduce the amount of resources that cities can

allocate to the schools. Table VII shows the governmental expendi-

tures for education and non-education purposes for Chicago and the

suburban counties. The data are from the census of governments

which is conducted every five years. As the relevant data from

1972 census will not be available until 1974, data for 1957 and

1967 are presented in Table VII.

It can be observed in Table VII that between 1957 and 1967 the

proportion of expenditure devoted to education dropped for all the

metropolitan counties except suburban Cook. It will be recalled

that the population of these metropolitan counties underwent

tremendous growth around the same period. Educational expenditure,

as a fraction of the total general expenditure, went up by about

seven percent in suburban Cook County and by over eleven percent in

Chicago. In both periods, nevertheless, proportionate educational

expenditure in Chicago was considerably less than in the suburban

counties. The revenue for the general expenditures shown in Table VII

is derived from various sources. The school revenues raised locally
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are, however, mostly derived from property taxes. A comparison of

total property tax and the education portion of the property tax

could better enable one to appreciate fiscal problems of urban

schools. Since tax data are not aggregated by counties, same tax

comparisons for Chicago, sane of its suburbs, and other large cities

of Illinois are shown in Tables VIII and IX.

Table VIII shows the total tax rates and the school tax rates for

sane of the Chicago suburbs. Sinco suburban school districts and

municipal boundaries are rarely coterminous, the communities shown

in Table VIII represent an arbitrary sample. In 1970, the property

tax for the listed cities ranged from $5.126 to $8.114 for $100

assessed valuation. It can be seen that although the Chicago tax

rate was close to the median tax rate for the listed cities, the

ratio of the Chicago school tax rate to the total tax rate was the

lowest in the sample. Whereas the ratio of school tax to total tax

shown as a percentage varied from 59 for Forest Park to about 72

for Northbrook, the comparable figure for Chicago was only about 39.

Even when Chicago is compared with other large cities of Illinois

outside of Cook County, the proportion of the property tax revenue

going to schools in Chicago is the lowest. As shown in Table IX,

the total tax rate in Chicago in 1970 was next to the highest;

whereas, in terms of the ratio reflecting the proportion of the

property tax revenue going to schools, Chicago ranked the lowest. It

can also be observed that for all but one of the cities listed, the

proportion of property tax devoted to public schools declined between



s',

TABLE VIII

RANKING OF AGGREGATE AND SCHOOL TAX RATES:
CHICAGO AND SOME SUBURBS - 1970

City

Aggregate
Tax Rate
(ATR)

------Moil

Rank
Tax Rate
(STR) Rank

(STR) %
(ATR) Rank

Northbrook 8.114 1 5.844 1 72.02 1

Oak Forest 7.980 2 5.506 3 68.99 7

Winnetka 7.842 3 5.542 2 70.67 5

Evanston 7.658 4 5.450 4 71.16 2

Palatire 7.402 5 5.260 5 71.06 3

Oak Park 7.230 6 4.782. 3 66.14 10

CHICAGO 6.912 7 2.710 15 39.20 15

River Forest 6.764 8 4.496 7 66.46 9

Oak Lawn 6.668 9 4.198 10 62.95 13

Forest Park 6.660 10 3.878 12 59.11 14

Bellwood 6.390 11 4.152 11 64.97 11

Evergreen Park 6.210 12 4.284 9 68.98 8

Calumet Park 6.176 13 4.344 8 70.33 6

Lincolnwood 5.338 14 3.788 13 70.96 4

Schiller Park 5.126 15 3.314 14 64.65 12

Source: Illinois Department of Local Government Affairs, Office of
Financial Affairs, Illinois Property Tax Statistics - 1970
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1960 and 1970.

Data on indices of economic well-being and socioeconomic chara0m.

teristics of the population in the Chicago metropolitan area, as well

as other fiscal data, show that various tax bases in Chicago,

particularly real property, have grown at a considerably lower rate

as compared with suburban counties; whereas, the disadvantageoUsness

of the population as indicated by educational and poverty meastwes

has increased considerably. Although the people of Chicago pay fairly

high property taxes, the Chicago public schools receive a smaller

proportion of the tax revenue than the school districts in the sur-

rounding suburban area and other large cities in Illinois.

The prevalence of socioeconomic disadvantage in the general popula-

tion is even more grimly reflected in the Chicago school population

(Chart I). In the 1970-71 school year, 24 percent of all children

enrolled in Illinois public schools lived in Chicago. Of the total

Illinois special education enrollment, however, 37 percent was located

in Chicago. Similarly, of 412,599 E.S.E.A. Title I eligible pupils

in Illinois, 64 percent were in Chicago. The Office of the Superin-

tendent of Public Instruction does not have data on pupils from

homes where English is not the first language, but the 1970 census

reports do contain information on Spanish-speaking population attending

school. According to the latest census of population, 64.6 percent of

Spanish-speaking pupils in Illinois was enrolled in Chicago schools.

Special educational programs for the physically and mentally handi-
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capped, the socioeconomically disadvantaged, and non-nglish speaking

pupils cost more money. The additional cost to the Chicago Board of

Education for some of the special education programs are shown in

Table X. In 1973, $84 million were allocated by the Board of Educa-

tion for the teaching of reading and related activities. This did

not include $21 million of government funded projects dealing with

the teaching of reading and related activities, and an additional

Board appropriation of $4 million for special projects for the teaching

of reading." The $25 million allocated to the special projects in

reading and related activities represent the best effort on part of

the Board to provide compensatory programs for children from socio-

economically disadvantaged homes.

The only need variables in the Illinois school resource distribution

formula were WADA and density. Other pupil-need characteristics such

as socioeconomic disadvantage or not having Engi;,,h ct, the first

language were absent in the state aid mechanism, except as reflected

in the density factor. Although the state did provide categorical

aid for special education programs, the pattern of reimbursement was

quite inadequate as shown in Table X. The reports of the Finance Task

Force of the Governor's Commission on Schools and of the Superintendent's

Advisory Committee on School Finance concurred on the inadequacy of

the state's school finance system and recommended various alternative

ways the system could be improved. In 1973, the Illinois legislature

approved an alternative state aid formula for distributing educational

resources to school districts which was signed into law by the

governor. The details of the new state aid formulas will be presented



TABLE X

DIFFERENCE arrwm EXPENDITURES AND REIMBURSEMENTS:
SPECIAL EDUCATION PROGRAM - 1973 FINAL BUDGET

Program

t
Appropriated
Per Pupil

unt.
Reimbursable
Per PUpil Difference,

Educable Mentally Handicapped 61,039 6 717 322

Trainable Mentally Handicapped 1,201 825 376 -*

Physically Handicapped 2,470 1,03.4 1,436

Socially Maladjusted 1,810 1,101 709

BlinJ and Partially Seeing 2,669 1,250 1,419

Deaf and Hard of Hearing* 2,174 1,065 1,109

Multiple Handicapped 1,450 853 597

Source: 1973 Annual School Bud et Board of Educationl.City of Chicago.
rge Coltman, Budget Analyst, Departmentrigure aerivea by Mr.

of Financial Planning.

*Includes Preschool Deaf



39

and analyzed following a brief disCussion of some of the proposals

made by the Governor's Finance Task Force and the Superintendent's

Advisory Committee on School Finance.

3. Sane Recent School Finance Proposals

Plans Recommended by Governor's Task Force on School Finance

The Finance Task Force of the Governor's Commission on Schools recom-

mended a three-tier formula" for the distribution of current

operating funds for education. According to the recommendation, the

first tier would consist of a basic grant given to all students

regardless of the district in which they reside to ensure a minimum

level of education. The second tier would consist of a chosen level

of expenditure per pupil which would be equalized by the state to

ensure that school districts with a comparable tax effort would

receive equal revenues per pupil. The final tier provides for

additional revenue through increased local effort.

The three-tier formula would weight pupils by grade level as well as

by economic disadvantage." Special education students would also

be weighted to reflect the proportionately higher costs of special

education over regular school programs." Some of the weights

recommended by the task force are shown in Table XI. The task force

also reccumended the use of a WARM for elementary school pupils and

the use of WADA for secondary school students.
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TABLE XI

RECOMMENDED WEIGHTS FOR THE REGULAR AND
ECONOMICALLY DISADVANTAGED PUPIL

Weight
DisadvantagedGrade Level Regular

Kindergarten (1/2 day) 0.55 0.6875

Grades 1 - 3 1.10 1.37.50

Grades 4 - 8 1.00 1.2500

Grades 9 - 12 1.25 1.5625

Source: Final Report of the Finance Task Force,
Governor's Commission on Schools: A New
Des : Financ' for Effective Ediation
in Illinois Dec 1972

The impact of the three-tier formula would vary according to how

the formula is operationalized. Three alternative formulations

suggested by the ,:ask force are shown in Table XII.

As shown in Table XII, the first alternative resembles a Strayer-Haig

formula with a flat grant provision. The larger flat grant would not

help in equalizing educational tax burden since the monies would go

to every district regardless of wealth. The second tier, with the

minimum tax rate and an expenditure range of $600, would have limited

equalization effect; whereas, the third tier is obviously tolerant

of unequal spending. The weighting of students and the use of mem-

bership rather than attendance for counting elementary pupil population

would provide more resources to schools serving a disadvantaged pupil

population.
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The second alternative is a resource equalizing formula. Elimina-

tion of the flat grant found in tier one would reduce some

inequitable effects of the formula. The expenditure ceiling of

$1260 per weighted pupil (and the tax ceiling of $3.00 per $100

assessed valuation) would help districts with low assessed valuatiOn.

Given the extreme variation in assessed valuation per pupil in the

state, it is quite conceivable that same districts would be able

to raise more than $1260 per weighted pupil, at the maxima desig-

nated tax rate. For such districts, the legislature would have to

determine what to do with any revenue raised in excess of $1260

per weighted pupil. The task force report was also vague in regard

to school districts with present tax rates exceeding the proposed

maxi mm tax rate. The second alternative would reduce disparities

in per pupil expenditures by local school districts.

The third alternative proposed is a power equalizing formula. Under

such a formula, the state would establish a schedule of per pupil

expenditilre and a corresponding base tax rate. School districts

selectiiig a given expenditure level would have to tax themselves at

the rate associated with their selected expenditure level. State

aid to the school district would amount to the difference between

the selected expenditure level and the revenue raised from local

property tax. A power equalizing formula can have a built-in incentive

for school districts to make greater local effort. The possible

equity effects of the formula would be largely determined by the

selected levels of expenditure and the associated tax rates. This

formula encourages disparities in expenditure levels.



43

Through the use of the weighted pupil membership measure which gives

special consideration to socioeconomically as well as physically and

mentally handicapped pupils, all three alternatives of the three-

tier formula proposed by the task force would be responsive to

educational need. In terms of equity of tax burden, however, one

may expect differential effects. The first alternative would be the

least equitable of the three. Without more specific information

pertaining to excess revenue raised with the designated maximum tax

rate (in the second alternative) and to the established expenditure

and tax rate ceiling (in the third alternative) it would be difficult

to determine the tax burden which would be imposed on school dis-

tricts. All three alternatives, however, advocate continued reliance

on the property tax base of local districts for raising revenue, even

when it is well known that the property tax is regressive and inelaitic.

Plane Recommended by State Superintendent's Advisory Committee

The State Superintendent's Advi Committee failed to reach con-

sensus regarding a system of financing public schools in Illinois. The

committee, however, recommended three plans. The plan preferred by

most of the committee members was "full state funding." Under such

a plan, education in Illinois would be financed through a state property

tax. The state aid formula would allow for the additional costs

associated with programs for atypical children when distributing

resources to school districts. Next in preference to the "full state

funding" plan, was an "equal expenditure for equal effort" plan by

which the state would establish a schedule of tax rates with corre-

sponding expenditure levels. Thus, all school districts which tax at
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a )particular rate, i.e., make equal effort, would be guaranteed

the same dollar amount per pupil expenditure. This plan is identical

to the second alternatiVe of the GoVernor's Task Force on School

Finance. The third finance plan recommended by the advisory committee

was merely a modified Strayer4taig formula. The proposed changes

in the existing formula included; an increase in thejoundatiph level;

use of a varying faindatian level; an increase in percentage addons;

an increase in the qualifying tax rates; the elimination of the lat

grdnt; and the elimination of the alternative)oeans of coMputing

state aid.

Aside from the three gen approaches to school finance, the can-

mdttee also recommended various measures that d make the school

finance system mane equitable and effective. The oanmittee

reoannended the discontinuation of categorical funding of special

programs as well as the density bonuses, and recommended using a

system of weighting factors instead. The programs for which weight-

ing factors would have to be developed include prekindergarten,

kindergarten, basic programs, special education, prevocational

education, vocational education, bilingual education, compensatory

education, and gifted education. The weighting factors would be

derived from the differential costs of these programs. The basic

program cost would be the base for deriving the differential cost

ratios of other programs. The derived cost ratios would then be

used to Weight pupils enrolled in the various special programs (the

pupils in the regular program d have a weight of 1000) to obtain

Weighted Pupil Instructional Units (WPM). The committee ested



the use of wpm instead of ADA for the funding of all educational

prognains.

"Full State Funding ". Among the alternative school finance programs

proposed by the superintendent's advisory committee, the one per-

taining to full state funding of schools would be most equitable;

however, it would also be most difficult to implement. Some of the

most frequently expressed reservations about full state funding

concern possible loss of local control over schools and the possibility

of state-wide teacher contracts.

Many Americans fear that a centralized state school system would

necessarily be insensitive to local needs and problems, and that

state control of school finance would ultimately result in state-

wide standardized curriculum and an end to local autonomy in

educational matters. The proponents of full state funding have been

careful to point out that under their plans the goverance of schools

would be left with the local boards of education." The state would

levy the necessary taxes to raise the revenue required for supporting

schools and distribute the resources to the local school districts.

The Fleischman Commission did recommend a two-tier bargaining system

where tie major economic issuessalaries, hours of work, workload,

fringe benefits--could be dealt with at the state level while 1

issues--transfer regulations) extra duties, professional assign-

ment-- d be negotiated at the local distriot level." State-wide

teacher contracts are, ver, not inh t in full state funding.
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Under full state funding, more elastic sources of revenue than real

property could be utilized as the future resource requirements of

school's increase. In terms of distributing the revenues raised,

the state could distribute funds to school districts using formulas

which would take into account the differential needs of the pupils

and regional cost variations. The state would also be Able to dis

tribute resources to larger units of government than schoOl districts,

as well as to children or their parents. DiVrSe special edUcational

needs may be better met by either centralizing facilities offering a

variety of special programs or by decentralizing and allowing the

prospective recipients to choose the place where they would purdhase:

the needed services.

"uatureualEffort". The equal expenditure for equal

effort or the power equalizing formula based on arguments presented by

Coons, Clune, and Sugarman" d remove the correlation between

local wealth and expenditures. This procedure would also preserve

flexibility in local expenditures and make it easier for expenditures

to be related to educational needs. Combined with a distributive

formula that would allocate resources according to some adequate

measure of educational need, the power equalizing formula would pro-

vide equity in the distribution of tax en, and at the same time,

distribute educational resources in the spirit of equalizing educa-

tional oppwtmmity.

yer-Haig. The modified yer- version with no flat t

or alternative computation of aid isions, as well as with c es
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such as increase in the foundation level and qualifying tax rate

and the use of Weighted Pupil Instructional Units (WPIU) instead

of WADA, would remove many of the inequities in the existing founda-

tion program.

Atterrptipe Resourde equaZixer Formula

Both the governor's task force and the superintendent's advisory

ocmnittee recommended measures that would make school finance in

Illinois more equitable and effective. The proposed c es ranged

from modifying a Strayer-Haig type fo tion program to instituting

full state funding of public education. On July 18. 1973, however,

the governor signed into law House Bill 1484 and instituted an

alternative resource equalizer formula for financing public schools

of Illinois.

Under the auspices of the alternative resource equalizing state aid

formula) all the school districts in Illinois will be able to have

an expenditure leVel of 4260 per weighted pupil within the next four

years. The official formula closely resembles the second altahative

re.ommended by the Finance Taek4broe of the Governor's Commission

on Schools discussed earlier.

rding to t4e_fonmula, each school district in IllinOisImpuld

receive the same amount of state aid per weighted pupil regardlestof,.

the assessed value of property in the s 1 district; lied that

the disiPiot leVies a pro tax at the rate of't3.00'pOp, 0.00

assessed valuitiOn in the case of 41.612*distriat $1-.95 per $100
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assessed valuation in the case of K-8 district; and $1.05 per $100

assessed valuation in the case of 9-12 district."' Taxing at the

rates mentioned above, a K-12 school district would be able to raise

$1260 per IdADA pupil, if it had an assessed valuation of $42,000 per

weighted pupil. To raise $12601 a K-8 district would require an

assessed valuation of $64,615 per WADA pupil, and a 9-12 district

an assessed valuation of $120,000 per WADA pupil. School districts

currently taxing at higher rates than those newly established would

have to roll back taxes to conform with the requirements of the

formula or have the excess tax approved by a local referendum.

If a school district levies the appropriate established tax rate,

the amount of state aid received would be the difference between

$1260 and the actual amount of local revenue per WAI)A pupil. No

district would receive an increase in state aid greater than

25 percent of the prior year's state aid claim.

Two categories of pupils would be weighted at a level higher than

1.00. The ADA of all pupils in grades 9 through 12 would be

multiplied by 1.25. The number of pupils in a district considered

as eligible under Title I of the Elementary and Secondary Education

Act (ESEA) of 1965 would rotsult in an increase in the ranging

from 1.375 to 1.750 per pupil. The disadvantaged factor would be

determined by the ratio of the percentage of pupils eligible for

Title I in the district to the percentage of pupils eligible for

Title I in the state.
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Under the resource equalizer formula, school districts with lower

assessed valuation per weighted pupil than those set in the fo

would have $1260 per weighted pupil for educational purposes

regardless of the amount of money raised through local property

tax. The lower an assessed valuation per weighted pupil of a

school district in oomparison with the one prescribed by the formula,

the greater the amount of state aid per pupil a school district

would be entitled to receive. If the resource equalizer formula were

the only educational resource distribution formula in force, the

state legislature would have had to decide what to do with revenues

in excess of $1260 per weighted pupil raised by the very rich dis-

tricts of the state when taxing at the prescribed level. By providing

the school districts with the option of choosing between the resource

equalizer and the Strayer-Haig formula, the state has endowed school

districts with a high assessed valuation with the benefits of the

flat grant and percentage add-on features of a foundation program.

Thus, one may expect some disparities in educational expenditures

between school districts to continue to exist, although the range in

per pupil expenditure may be reduced.

One would not expect An equitable distribution of the total tax

en to be obtained under the resource equalizer plan use of

the low correlation between inoome and wealth in the form of

property. The equity effects of the flan would also be constrained,

as the educational tax imposed would not take into consideration

other non- educational property taxes.
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The association between the amount of state aid a school district

receives and the per pupil assessed valuation may provide suffi-

oient financial inventive for local governments to underassess

property. A state-vide assessment of property, however, might

effectively eliminate such a deficiency.

The provision giving higher weight to ESEA eligible pupils recOg

nixed the additional resource requirment of socipecencntically

disadvantaged pupils. The channeling of additiOnal reSi.,urdes to

school districts serving disadvantaged pupils would contribute

towards equalization of educational opportunity among children

attending schools in Illinois.

Despite the improvement in the school finance system brought about

by the addition of the resource equalizer formula, it will be

necessary in the future to tap woe elastic sources of revenue for

the financing of educational ent lee. In the distribution of

educational resources, a more ecru naive system that d take

zance of er resource needs of sooioeco cally disadvan-

taged as well as of physically and mentally icapped pupils and

of pupils whose first 1 age is other than Ehglish would be

required if progress is to be made towards equalizing educational

opportunity among different population ps
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SUMMARY AND IMPLICATIONS

Bringing about equity in taxation and distributing educational

resources so as to equalize edUcational opportunity are the two

major concerns of:school finande programs.

The assessment of equity in taxation is made particularly difficult

by the lack of correlation between various measures of wealth and

income. The property tax, which is the local source of revenue for

financing schools, is regressive and inelastic. For finanoing any

future increases in educational expenditures, it will be necessary

to tap more elastic tax bases than the property tax.

In the distribution of educational resources, the pr concern is

maximizing the uotion of embodied human capital in the chit

attending schools, under the constraint that as 'equal a distribution

of uctive capacities as possible be achieved among the various

se is of the population.

The limitations of most finance programs become apparent the

responsiveness of such programs to the resource irements of large

urban school population is ex ed. The proportion of pupils

requiring high cost special programs and services is higher in the

central cities of large metropolitan areas than in suburban or rural

areas o' the country. To deliver the required resources to meet the

needs of an urban sdhcol popUlation,,substantial

resource distribution formulas would be neces

es in the sobool
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Sane of the suggested changes, such as using achievement scores in

reading and mathematical ability to weight pupils requiring more

than average amount of resources, would channel more resources to

school districts with educationally disadvantaged pupils. As new

and better criteria to govern the distribution of the educational

dollar are developed, accurate lamination on the criteria con-

cerned would be necessary.' In the State of Illinois, for example,

complete data on standardized tests in reading and math for all

school districts are not available. Accurate data on pupil

characteristics in the form that would enable identification of

pupils with multiple disadvantages are nonexistent. State leader-

ship in the designing and administering of an information system

that would provide data necessary for a need based educational

resource distribution system is absolutely necessary.

A reliable information system mild also be a prerequi0ite to the

development of an effective systeM of educational accountability.

Monitor ing of the distribution of resources and of the educational

results achieved would hopefully lead to Improvement in the

efficiency of the educational sector of thq public economy. A can -

prehensive pupil data system would also be invaluable for educational

planning. To better estimate the future resource requirements of

the schools, accurate projections of pupil populations as well as the

expected distribution of educational needs in the population would

be neces

Finally, it is essential to recognize that the benefits of schooling
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are not confined just to the recipients of instruction in a school

and their local school district. The benefits of schooling also

accrue to the state and to the nation. Similarly, the costs of

incomplete or inadequate schooling of individuals are borne, not

only by such individuals themselves, but also by their state and

nation. Individuals often move from the school district or the

state where they first receive schooling. Thus, it is likely that

the benefits of an investment in schooling made by one school dis-

trict or state would accrue to another school district or state.

In view of the externalities associated with schooling and of the

mobility of population, it is essential that the responsibility for

the financing of education rest more on the state and the federal

government. In order to ensure the delivery of required school

services to pupils, ver, it is equally essential that the

administration and control of schools remain under local governments.
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